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RULES  AND  REGULATIONS 


[4210-01] 

Title  24 — Housing  and  Urban 
Development 

CHAPTER  II— OFFICE  OF  ASSISTANT 
SECRETARY  FOR  HOUSING— FED¬ 
ERAL  HOUSING  COMMISSIONER, 
DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

[Docket  No.  R-78-544] 

PART  279-COLLEGE  HOUSING 

Subpart  C — Loans  for  College 
Housing  Program  for  Fiscal  Year  1978 

AGENCY:  Department  of  Housing 
and  Urban  Development 

ACTION:  Pinal  rule  and  request  for 
comment. 

SUMMARY:  The  following  amend¬ 
ments  set  forth  the  Department’s  re¬ 
quirements  applicable  to  the  fiscal 
year  1978  college  housing  program,  in¬ 
cluding  categories  of  loan  requests  eli¬ 
gible  for  funding,  restrictions  as  to  the 
number  of  reservations  per  institution, 
the  maximum  loan  amounts,  and  the 
distribution  of  available  funds  among 
different  categories  of  loan  requests. 

DATES:  Effective  date:  June  14,  1978. 
Comments  (written  date,  suggestions, 
or  arguments)  due  on  or  before:  July 
14,  1978. 

ADDRESS:  Comments  to:  Rules 
Docket  Clerk,  Office  of  the  General 
Counsel,  Room  5218,  Department  of 
Housing  and  Urban  Development, 
Washington,  D.C.  20410.  Copies  of  all 
comments  received  will  be  available 
for  public  inspection  at  the  above  ad¬ 
dress  during  regular  business  hours 
before  and  after  the  close  of  the  com¬ 
ment  period. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Mr.  Robert  W.  Wilden,  Director, 
Direct  Loan  Division,  Department  of 
Housing  and  Urban  Development, 
451  7th  Street  SW.,  Washington, 
D.C.  20410,  202-755-6528. 

SUPPLEMENTARY  INFORMATION: 
The  Department  is  amending  Title  24, 
Part  279,  College  Housing,  by  adding  a 
new  Subpart  C.  The  amendment  will 
implement  the  continuation  of  the  col¬ 
lege  housing  program  for  fiscal  year 
1978. 

The  amendment  incorporates  many 
of  the  provisions  of  Subpart  B  of  the 
current  regulations;  however,  several 
changes  are  made,  as  follows: 

1.  Eliminated  as  a  priority  category 
are  projects  to  provide  student  hous¬ 
ing  and  related  dining  facilities  for 
which  the  prime  construction  contract 
was  executed  on  or  before  January  14, 
1977,  which  had  not  been  permanently 
financed  in  whole  or  in  part,  and 


which  would  alleviate  a  current  severe 
housing  shortage.  This  eligibility  cate¬ 
gory  was  designed  specially  to  permit 
the  completion  of  unfinished  college 
housing  projects  and  to  provide  per¬ 
manent  financing  for  such  projects, 
many  of  which  had  not  been  complet¬ 
ed  or  permanently  financed  due  to  un¬ 
favorable  financing  conditions  in  the 
private  market.  Projects  which  fell 
into  this  category  received  top  funding 
priority  during  fiscal  year  1977.  The 
Department  feels  that  sufficient  op¬ 
portunity  to  apply  for  fund  reserva¬ 
tions  was  provided  during  fiscal  year 
1977  for  colleges  with  projects  in  this 
category.  Provided  construction  has 
not  been  completed  at  the  time  of 
filing  of  the  application,  such  projects 
will  still  be  eligible  under  the  new  con¬ 
struction,  substantial  rehabilitation, 
acquisition,  or  conversion  category, 
but  will  not  receive  priority  in  funding 
and  instead  must  compete  on  the  basis 
of  the  institution's  existing  need  for 
such  housing. 

2.  Inasmuch  as  the  competition  for 
fund  reservations  is  nationwide,  there 
will  be  only  one  funding  cycle  for  the 
fiscal  year  1978  program  in  order  to 
provide  all  interested  applicants  with 
equal  opportunity  to  compete  for  the 
limited  funds  available  and  to  permit 
applicants  sufficient  time  to  develop 
and  submit  complete  and  detailed  pre¬ 
liminary  applications. 

3.  In  an  effort  to  assist  as  many  ap¬ 
plicants  as  possible  with  the  limited 
funds  available,  the  number  of  reser¬ 
vations  that  may  be  received  is  being 
restricted  to  only  one  per  institution 
in  each  of  the  funding  categories  listed 
in  this  subpart  and  the  maximum  loan 
amount  is  being  reduced  from 
$7,500,000  to  $5,000,000. 

4.  Because  of  the  large  number  of  re¬ 
quests  received  in  fiscal  year  1977  for 
fund  reservations  to  provide  student 
housing  needed  to  alleviate  current, 
severe  housing  shortages,  25  percent 
of  the  funds  available  for  the  college 
housing  program  in  fiscal  year  1978  is 
being  allocated  to  the  category  which 
permits  loans  to  be  made  for  the  pur¬ 
pose  of  renovating  existing  housing 
and  related  dining  facilities  to  reduce 
fuel  consumption  and/or  other  operat¬ 
ing  costs  and  the  remaining  75  percent 
of  the  available  funds  is  being  allo¬ 
cated  to  the  category  which  permits 
loans  to  be  made  for  the  purpose  of 
constructing  or  acquisition  of  student 
housing  and  related  dining  facilities 
and  rehabilitating  existing  housing 
and  related  dining  facilities  and  con¬ 
version  of  nondwelling  structures  to 
such  facilities,  to  alleviate  a  current, 
severe  student  housing  shortage. 

5.  Since  first  mortgages  and  first 
liens  on  revenues  may  not  be  available 
as  security  for  loans  for  projects  pro¬ 
posing  the  rehabilitation  of  existing 
structures  to  conserve  energy  or 
reduce  fuel  and/or  operating  costs,  al¬ 


ternative  acceptable  forms  of  security 
are  provided  in  §  279.32. 

6.  Section  279.33  is  added  in  order  to 
implement  the  requirements  of  section 
403  of  the  Housing  Act  of  1950  regard¬ 
ing  apportionment  of  the  loan  funds 
available. 

7.  Certain  nonprofit  corporations 
which  were  included  under  §  279.11(f) 
are  not  eligible  for  loans  under  the 
definition  of  "eligible  applicant”  con¬ 
tained  in  §  279.27(e). 

Part  279,  Subpart  A  will  continue  to 
apply  to  all  applications  submitted 
prior  to  October  1,  1976,  and  Subpart 
B  will  continue  to  apply  to  all  applica¬ 
tions  sub;  flitted  between  October  1, 
1976,  and  .‘September  30,  1977. 

Because  of  the  need  for  sufficient 
time  prior  to  September  30,  1978,  for 
eligible  applicants  to  prepare  and 
submit  their  applications  and  for  HUD 
to  review  and  rank  the  applications 
and  issue  fund  reservations  to  the  ap¬ 
plicants  that  are  selected,  the  Secre¬ 
tary  has  determined  that  public  com¬ 
ment  is  impractical  at  this  time,  that 
delay  in  implementation  would  be  con¬ 
trary  to  the  public  interest,  and  that 
this  rule  should  be  implemented  im¬ 
mediately.  However,  interested  per¬ 
sons  are  invited  to  submit  such  written 
data,  suggestions,  or  arguments  as 
they  may  desire  on  or  before  July  14, 
1978,  for  consideration  in  connection 
with  future  policy  development  for 
the  college  housing  program.  All  such 
materials  should  be  filed  with  the 
Rules  Docket  Clerk,  Office  of  the 
General  Counsel,  Room  5218,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  Washington,  D.C.  20410.  Copies 
of  all  comments  received  will  be  availa¬ 
ble  for  public  inspection  at  the  above 
address  during  regular  business  hours 
before  and  after  the  close  of  the  com¬ 
ment  period. 

The  Department  has  determined 
that  this  final  rule  will  not  have  a  sig¬ 
nificant  impact  upon  the  quality  of 
the  environment.  A  finding  of  inappli¬ 
cability  respecting  the  National  Envi¬ 
ronmental  Policy  Act  of  1969  has  been 
made  in  accordance  with  HUD  proce¬ 
dures.  A  copy  of  the  finding  of  inappli¬ 
cability  is  available  for  public  inspec 
tion  during  regular  business  hours  in 
the  Office  of  the  Rules  Docket  Clerk, 
Office  of  the  General  Counsel,  Room 
5218,  Department  of  Housing  and 
Urban  Development,  Washington, 
D.C. 20410. 

Accordingly,  Title  24,  Part  279— Col¬ 
lege  Housing,  is  amended  by  adding  a 
new  Subpart  C  reading  as  follows: 

Subpart  C — College  Housing  Program  for  Fiscal 
Year  1978 

Sgc 

279.26  Applicability  of  Part  279  to  1978 
programs. 

279.27  Definitions. 

279.28  Applications  for  reservation  of 
funds. 
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Sec. 

279.29  Limitations  on  loan  amounts. 

279.30  Priority  categories  and  funding  cri¬ 
teria. 

279.31  Approval  of  applications  for  reserva¬ 
tion  of  funds. 

279.32  Loan  terms. 

279.33  Apportionment. 

279.34  Other  requirements. 

Authority:  Sec.  402,  Housing  Act  of  1950, 
12  U.S.C.  1749a;  sec.  7(d),  Department  of 
HUD  Act  (42  U.S.C.  3535(d)). 

Subpart  C — College  Housing  Program 
for  Fiscal  Year  1978 

§  279.26  Applicability  of  Part  279  to  1978 
programs. 

All  of  the  provisions  of  Subpart  B, 
Part  279,  concerning  policies  and  re¬ 
quirements  for  projects  to  be  funded 
under  the  college  housing  program  for 
fiscal  year  1977  shall  apply  with  full 
force  and  effect  to  projects  to  be 
funded  under  the  college  housing  pro¬ 
gram  for  fiscal  year  1978  except  the 
following:  Secs.  279.11,  279.13,  279.14, 
279.15,  279.16,  279.18,  and  279.24. 

§  279.27  Definitions. 

As  used  in  this  part: 

(a)  "Act”  means  Title  IV  of  the 
Housing  Act  of  1950,  as  amended  (12 
U.S.C.  1749  et  seq.). 

(b)  "Construction”  means  the  erec¬ 
tion  of  new  housing  and  related  dining 
facilities,  or  the  rehabilitation  of  exist¬ 
ing  housing  and  related  dining  facili¬ 
ties,  or  the  conversion  of  nonhousing 
structures  to  such  facilities. 

(c)  “Current  severe  student  housing 
shortage”  means  an  existing  shortage 
in  the  supply  of  decent,  safe,  and  sani¬ 
tary  housing  available  for  currently 
enrolled,  full-time  students  at  reason¬ 
able  rents  within  the  commuting  area 
of  the  educational  institution,  which 
shortage  must  at  least  equal  accommo¬ 
dations  for  the  greater  of  50  students 
or  2  percent  of  the  institution’s  full¬ 
time  enrollment. 

(d)  "Development  cost”  means  the 
cost  of  la'nd  and  site  improvements,  ar¬ 
chitectural  and  engineering  services, 
construction,  legal  and  administrative 
services,  interest  during  construction, 
the  cost  of  acquiring  existing  housing 
and  related  dining  facilities,  and  the 
cost  of  built-in  or  installed  kitchen 
equipment,  such  as  ranges  and  refrig¬ 
erators  in  apartments  or  food  service 
equipment  in  central  dining  facilities, 
all  as  approved  by  the  Secretary.  (The 
cost  of  all  furnishings  such  as  beds, 
dressers,  chests,  desks,  tables,  and 
chairs  is  not  included  in  the  definition 
of  development  cost,  regardless  of 
whether  such  furnishings  are  built-in 
or  movable.) 

(e)  "Eligible  applicant”  means: 

(1)  Any  public  or  nonprofit  private 
college,  university,  or  other  institution 
which  offers,  or  will  offer  within  a  rea¬ 
sonable  time  after  completion  of  the 
proposed  project,  at  least  a  2-year  pro¬ 
gram  acceptable  for  full  credit  toward 
a  bachelor’s  degree: 


(2)  Any  public  or  nonprofit  private 
hospital  operating  a  school  of  nursing 
beyond  the  level  of  high  school  ap¬ 
proved  by  State  authority,  or  operat¬ 
ing  an  internship  program  approved 
by  recognized  authority; 

(3)  Any  public  educational  institu¬ 
tion  which  is  administered  by  an  ac¬ 
credited  college  or  university  and 
offers  technical  or  vocational  instruc¬ 
tion; 

(4)  Any  public  body,  eligible  under 
section  404(b)  of  the  act,  and  estab¬ 
lished  for  the  purpose  of  providing 
and/or  financing  housing  and  related 
dining  facilities  for  students  and  facul¬ 
ty  members  at  any  educational  institu¬ 
tion  defined  in  section  404(b)  (1)  and 
(2)  of  the  act;  and 

(5)  Any  nonprofit  student  housing 
cooperative  corporation  established 
for  the  purpose  of  providing  housing 
for  students  at  any  educational  insti¬ 
tution  defined  in  paragraph  (e)  (1), 
(2),  and  (3)  of  this  section.  In  the  case 
of  a  nonprofit  student  housing  cooper¬ 
ative  corporation  under  this  section 
(paragraph  (e)(5))  above,  the  loan  to 
such  corporation  must  be  guaranteed 
by  the  educational  institution  which 
the  project  is  intended  to  serve  or, 
where  the  law  of  a  State  in  ■effect  on 
September  2,  1964,  prevents  the  educa¬ 
tional  institution  from  guaranteeing 
the  loan,  the  corporation  and  the  pro¬ 
posed  project  must  be  approved  by  the 
educational  institution  at  the  time  the 
application  is  submitted. 

(f)  “Field  office”  means  any  HUD 
area  or  regional  office  which  is  dele¬ 
gated  authority  to  process  and  ap¬ 
prove  applications  under  the  college 
housing  program. 

(g)  "Full-time  enrollment”  means 
the  number  of  full-time  undergrad¬ 
uate  and  graduate,  resident  and  non¬ 
resident  students  reported  to  the 
Office  of  Education  for  the  fall  semes¬ 
ter  of  1977. 

(h)  “Housing”  means  structures  or 
portions  of  structures  which  consist  of 
living  accommodations,  including 
apartment  units,  for  students  and  fac¬ 
ulty  members. 

(i)  "Related  dining  facilities”  means 
kitchen  and  dining  facilities  serving 
the  residents  of  the  housing  proposed 
for  assistance. 

(j)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
other  official  authorized  to  perform 
the  functions  of  the  Secretary. 

(k)  "State”  means  the  several  States, 
the  District  of  Columbia,  and  the  Ter¬ 
ritories  and  possessions  of  the  United 
States,  including  the  Commonwealth 
of  Puerto  Rico. 

§  279.28  Applications  for  reservation  of 
funds. 

(a)  Only  one  application  for  reserva¬ 
tion  of  funds  will  be  approved  per  in¬ 
stitution  under  each  category  of  fund¬ 
ing  stated  in  §  279.30. 


(b)  Information  and  application 
forms  may  be  obtained  from  and  appli¬ 
cations  submitted  to  the  field  office 
which  serves  the  area  in  which  the 
educational  institution  is  located.  Ap¬ 
plications  may  he  submitted  at  any 
time  after  the  effective  date  of  this 
subpart,  and  will  be  accepted  until 
close  of  business  on  July  28,  1978. 

(c)  Applications  for  assistance  will 
consist  of  two  parts: 

(1)  Part  1  must  be  submitted  to  re¬ 
ceive  consideration  for  a  fund  reserva¬ 
tion  and  must  include  the  following  in¬ 
formation: 

(1)  Name,  type,  and  accreditation  of 
the  educational  institution; 

(ii)  Description  and  estimated  cost  of 
the  proposed  project  including  engi¬ 
neering  data,  appraisals  (if  available) 
and/or  other  documentation  on  which 
estimated  costs  are  based; 

(iii)  With  respect  to  applications  pro¬ 
posing  rehabilitation  to  reduce  fuel 
consumption  and/or  other  operating 
costs  of  existing  eligible  housing  and 
related  dining  facilities,  an  estimate  of 
annual  operating  cost  savings,  if  any, 
based  on  the  difference  between  the 
average  of  routine  project  operating 
expenses  for  the  previous  3  years  and 
future  operating  expenses  estimated 
on  the  basis  of  the  current  prices  of 
fuel,  supplies,  and  services. 

(iv)  Evidence  of  need  for  the  pro¬ 
posed  project  including  documentation 
which  supports  the  eligible  applicant's 
estimate  of  such  need; 

(v)  Preliminary  plans  and  specifica¬ 
tions  (if  applicable);  and 

(vi)  Proposed  method  of  financing. 

(2)  Part  2  must  be  submitted  to  re¬ 
ceive  consideration  for  loan  approval 
and  must  include  the  information 
specified  in  §  279.17. 

(d)  Applications  for  reservations  of 
funds  shall  be  submitted  to  and  re¬ 
viewed  by  HUD  field  offices.  Field  of¬ 
fices  will  recommend  reservations  for 
projects  in  accordance  with  the  prior¬ 
ity  categories  and  funding  criteria  de¬ 
scribed  in  §  279.30.  No  application 
shall  be  recommended  for  fund  reser¬ 
vation  after  August  31,  1978,  and  no 
projects  will  be  recommended  for  fund 
reservation  where  the  applicant  is  in 
financial  delinquency  with  respect  to 
any  outstanding  college  housing  loan. 

(e)  Because  of  the  limited  amount  of 
funds  available  and  the  uncertainty  as 
to  which  areas  will  generate  the  great¬ 
est  demand  for  funds,  no  predeter¬ 
mined  allocations  of  funds  to  the  field 
office  will  be  made.  Funds  will  be  re¬ 
served,  subject  to  availability,  for  spe¬ 
cific  projects  by  HUD  headquarters  on 
the  basis  of  field  office  recommenda¬ 
tions. 

(f)  The  priority  categories  and  fund¬ 
ing  criteria  specified  in  §  279.30(a)  will 
be  used  by  all  field  offices.  Therefore, 
the  ranking  numbers  assigned  to  indi¬ 
vidual  applications  in  accordance  With 
that  section  will  permit  a  comparison 
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by  HUD  headquarters  among  applica¬ 
tions  recommended  for  funding  by  dif¬ 
ferent  field  offices. 

Cg)  In  the  event  HUD  headquarters 
receives  more  recommendations  for 
fund  reservations  than  can  be  funded, 
HUD  headquarters  will  prepare  a  na¬ 
tionwide  priority  list  for  each  of  the 
categories  specified  in  §  279.30(a)  by 
using  the  ranking  numbers  assigned 
by  the  field  offices  on  the  basis  of  the 
criteria  described  in  that  section.  Fund 
reservations  will  then  be  made  on  the 
basis  of  the  nationwide  lists. 

(h)  Field  office  recommendations 
and  rankings  for  the  categories  speci¬ 
fied  in  §  279.30(a)  will  be  due  in  HUD 
headquarters  on  August  31,  1978. 
Funds  will  be  reserved,  subject  to 
availability,  not  later  than  September 
30,  1978. 

(i)  Applications  for  which  funds  are 
not  reserved  by  the  close  of  business 
on  September  30,  1978,  shall  be  re¬ 
turned  to  the  applicant  by  the  field 
office. 

§  279.29  Limitations  on  loan  amount. 

(a)  The  maximum  loan  which  any 
eligible  applicant  may  request  is  the 
least  of  the  following:  $5,000,000;  or 
$2,500  per  full-time  student;  or  $12,200 
per  occupant  based  on  design  capacity 
of  the  proposed  housing,  plus  $65  per 
gross  square  foot  of  any  related  dining 
facilities  other  than  individual  apart¬ 
ment  kitchen  and  dining  facilities.  The 
number  of  full-time  students  stated  in 
the  application  must  be  the  same  as 
reported  to  the  Office  of  Education 
for  the  fall  semester  of  1977.  These 
limitations  are  applicable  to  the  indi¬ 
vidual  campuses  of  a  multicampus  col¬ 
lege  or  university,  or  college  or  univer¬ 
sity  system. 

(b)  The  minimum  loan  which  may  be 
requested  is  $25,000. 

(c)  In  order  to  exclude  projects 
which  are  uneconomical  or  exceed  rea¬ 
sonable  design  standards,  applications 
proposing  a  development  cost  (exclu¬ 
sive  of  land  or  extraordinary  project 
costs  as  determined  by  the  Secretary) 
in  excess  of  $14,000  per  occupant 
based  on  the  design  capacity  of  the 
proposed  housing  are  hot  eligible. 

(d)  The  limitations  specified  in  para¬ 
graphs  (a),  (b),  and  (c)  of  this  section 
will  be  adjusted  to  reflect  local  con¬ 
struction  costs  on  the  basis  of  a  na¬ 
tionwide  cost  index  of  local  construc¬ 
tion  costs  to  be  furnished  by  HUD 
headquarters. 

§  279.30  Funding  categories  and  criteria. 

(a)  In  recommending  and  making 
reservations  of  funds,  all  eligible  appli¬ 
cations  shall  be  placed  in  the  following 
categories  and  ranked  by  field  offices 
and  HUD  headquarters  according  to 
the  funding  criteria  indicated  below: 

(1)  Rehabilitation  proposed  to 
reduce  fuel  consumption  and/or  other 
operating  costs  of  existing  eligible 


□ 


RULES  AND  REGULATIONS 

housing  and  related  dining  facilities. 
Applications  in  this  category  shall  be 
ranked  on  the  basis  of  the  estimated 
number  of  months  or  fractions  thereof 
before  the  operating  cost  savings  will 
equal  the  development  cost  as  defined 
in  §  279.27(d):  Provided,  however.  That 
in  the  case  of  a  tie  in  ranking  num¬ 
bers,  applications  proposing  the  reha¬ 
bilitation  of  housing  and  related 
dining  facilities  originally  financed 
under  the  college  housing  program 
shall  be  ranked  above  other  applica¬ 
tions  in  this  category. 

(2)  New  construction  or  acquisition 
of  student  housing  and  related  dining 
facilities,  conversion  of  nondwelling 
structures  to  such  facilities,  and  reha¬ 
bilitation  (other  than  for  the  purposes 
specified  in  paragraph  (a)(1)  of  this 
section)  of  existing  eligible  housing 
and  related  dining  facilities,  to  allevi¬ 
ate  a  current  severe  student  housing 
shortage.  Applications  in  this  category 
shall  be  ranked  on  the  basis  of  the 
number  of  accommodations  needed  to 
eliminate  the  shortage  at  the  institu¬ 
tion  to  be  served  by  the  proposed  proj¬ 
ect,  multiplied  by  the  same  number 
expressed  as  a  percentage  of  the  full¬ 
time  enrollment,  at  the  educational  in¬ 
stitution  to  be  served  by  the  proposed 
project. 

(3)  New  construction  or  acquisition 
of  faculty  housing  and  related  dining 
facilities,  conversion  of  nondwelling 
structures  to  such  facilities,  and  reha¬ 
bilitation  (other  than  for  the  purposes 
specified  in  paragraph  (a)(1)  of  this 
section)  of  existing  eligible  housing 
and  related  dining  facilities  to  allevi¬ 
ate  a  current  faculty  housing  short¬ 
age.  Applications  in  this  category  shall 
be  ranked  on  the  basis  of  the  number 
of  accommodations  needed  to  elimi¬ 
nate  the  shortage  at  the  institution  to 
be  served  by  the  proposed  project, 
multiplied  by  the  same  number  ex¬ 
pressed  as  a  percentage  of  the  full¬ 
time  faculty  at  the  institution  to  be 
served  by  the  proposed  project. 

(b)  Fund  reservations  for  applica¬ 
tions  described  in  paragraph  (a)(1)  of 
this  section  will  be  made  in  the  follow¬ 
ing  order: 

(1)  For  applications  in  the  category 
described  in  paragraph  (a)(1)  of  this 
section,  recommended  to  HUD  head¬ 
quarters,  reservations  will  be  made  in 
aggregate  amounts  up  to  25  percent  of 
the  total  funds  available  for  the  col¬ 
lege  housing  program  in  fiscal  year 
1978. 

(2)  For  applications  in  the  category 
described  in  paragraph  (a)(2)  of  this 
section,  recommended  to  HUD  head¬ 
quarters,  reservations  will  be  made  in 
aggregate  amounts  of  up  to  75  percent 
of  the  total  funds  available  for  the  col¬ 
lege  housing  program  in  fiscal  year 
1978. 

(3)  In  the  event  that  the  aggregate 
reservations  made  in  either  category 
are  less  than  the  available  funds  for 


that  category,  the  unused  funds  shall 
be  used  to  make  reservations  for  appli¬ 
cations  in  the  other  category. 

(4)  Funds  will  be  reserved  subject  to 
availability  for  applications  in  the  cat¬ 
egory  described  in  paragraph  (a)(3)  of 
this  section  after  all  eligible  applica¬ 
tions  *n  paragraphs  (a)(1)  and  (a)(2)  of 
this  section  have  received  reservations. 

§279.31  Approval  of  applications  for  res¬ 
ervation  of  funds. 

(a)  To  be  eligible  for  selection,  an 
application  must  be  received  by  HUD 
within  the  period  specified  herein  and 
must  be  complete  and  responsive  to 
the  requirements  specified  herein.  Ap¬ 
plication  for  fund  reservations  will  be 
approved  by  the  Secretary  based  on  an 
evaluation  procedure  that  takes  into 
account  the  information  provided  pur¬ 
suant  to  §  279.28. 

(b)  Eligible  applicants  whose  appli¬ 
cations  for  fund  reservations  are  ap¬ 
proved  shall  be  notified  by  letter  from 
the  field  office,  which  shall: 

(1)  Specify  the  amount  of  the  fund 
reservation; 

(2)  State  that  use  of  the  fund  reser¬ 
vation  is  conditioned  on  approval  by 
the  field  office  of  a  part  2  loan  appli¬ 
cation; 

(3)  Instruct  the  applicant  to  submit 
a  part  2  application  for  loan  approval 
to  the  field  office;  and 

(4)  State  that  the  amount  of  loan 
funds  reserved  or  any  portion  thereof 
unused  by  the  applicant  may  not  be 
transferred  by  the  applicant. 

(c)  The  Secretary  shall  cancel  any 
reservation  of  loan  funds  for  a  project, 
the  construction,  rehabilitation,  or 
conversion  of  which  has  not  com¬ 
menced  or  the  acquisition  of  which 
has  not  been  completed  within  the  18- 
month  period  following  issuance  of 
the  written  notification  to  the  appli¬ 
cant  that  funds  have  been  reserved, 
unless  an  extension  of  time,  not  to 
exceed  6  additional  months,  is  request¬ 
ed  of  and  granted  by  the  Secretary. 

§  279.32  Loan  terms. 

(a)  The  loan  amount  shall  not 
exceed  the  total  eligible  development 
cost  of  a  project,  as  determined  by  the 
Secretary. 

(b)  Loans  shall  be  for  such  periods 
not  to  exceed  40  years,  bear  interest  at 
such  rate  not  to  exceed  3  percent  per 
annum,  be  so  secured,  and  be  subject 
to  such  terms  and  conditions,  as  shall 
be  determined  by  the  Secretary. 

(c)  Loans  will  be  evidenced  by  either 
notes  or  bonds  issued  by  the  applicant. 

(d)  The  interest  rate  shall  be  deter¬ 
mined  by  the  Secretary  on  the  basis  of 
the  formula  prescribed  in  the  act  as 
follows: 

(1). Section  401(c)(1)  of  the  act  pro¬ 
vides  that  the  loans  shall  bear  an  in¬ 
terest  rate  of  not  more  than  the  lower 
of: 

(i)  Three  (3)  per  centum  per  annum, 
or 
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(ii)  The  total  of  one-quarter  of  one 

(1)  per  centum  per  annum  added  to 
the  rate  of  interest  paid  by  the  Secre¬ 
tary  on  funds  obtained  from  the  Sec¬ 
retary  of  the  Treasury  as  provided  in 
section  401(e)  of  the  act. 

(2)  Section  401(e)  of  the  act  provides 
that  notes  or  other  obligations  issued 
by  the  Secretary  to  obtain  funds  for 
these  loans  shall  bear  interest  at  a 
rate  determined  by  the  Secretary  of 
the  Treasury  which  shall  not  be  more 
than  the  lower  of: 

♦  (i)  Two  and  three  fourths  (2%)  per 

centum  per  annum,  or 

(ii)  The  average  annual  interest  rate 
on  all  interest-bearing  obligations  of 
the  United  States  then  forming  a  part 
of  the  public  debt  as  computed  at  the 
end  of  the  fiscal  year  next  preceding 
the  issuance  by  the  Secretary  and  ad¬ 
justed  to  the  nearest  one-eighth  of  1 
per  centum. 

(e)  The  security  for  loans  normally 
shall  be: 

(1)  In  the  case  of  loans  to  private  ap¬ 
plicants,  a  general  obligation  secured 
by  a  first  mortgage  on  the  project  and 
a  pledge  of  project  revenues. 

(2)  In  the  case  of  loans  to  public  ap¬ 
plicants,  in  order  of  preference: 

(i)  A  general  obligation  secured  by  a 
first  mortgage  on  the  project  and  a 
pledge  of  project  revenues,  where  le¬ 
gally  available; 

(ii)  A  special  obligation  secured  by  a 
first  mortgage  on  the  project  and  a 
pledge  of  project  revenues,  where  le¬ 
gally  available;  or 

(iii)  A  special  obligation  secured  by  a 
pledge  of  project  revenues. 

(3)  In  the  case  of  loans  made  pursu¬ 
ant  to  §  279.30(a)(1)  where  the  security 
described  in  paragraphs  (e)  (1)  and  (2) 
of  this  section  is  not  legally  available: 

(i)  A  general  obligation  secured  by  a 
second  mortgage  on  the  project,  and  a 
pledge  of  project  revenues  or  a  pledge 
of  income  from  endowment  funds,  se¬ 
curities,  or  other  revenue  sources; 

(ii)  A  general  obligation  secured  by  a 
first  mortgage  on  other  facilities,  and 
a  pledge  of  project  revenues  or  a 
pledge  of  income  from  endowment 
funds,  securities,  or  other  revenue 
sources;  or 

(iii)  A  general  obligation  by  a  collat¬ 
eral  account  of  not  less  than  100  per¬ 
cent  of  the  outstanding  loan  amount, 
and  a  pledge  of  project  revenues  or  a 
pledge  of  income  from  endowment 
funds,  securities,  or  other  revenue 
sources. 

(4)  Such  other  security  as  may  be  ac¬ 
ceptable  to  the  Secretary. 

(f)  If  the  field  office  director  deter¬ 
mines  that  additional  security  is 
needed  to  reasonably  assure  loan  re¬ 
payment,  a  mortgage  on  other  facili¬ 
ties,  a  guarantee  of  the  payment  of 
principal  and  interest  by  a  third  party. 
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and/or  a  pledge  of  income  from  en¬ 
dowment  funds,  securities,  or  other 
revenue  sources  may  be  required  as 
deemed  necessary  to  supplement  the 
security  pledge  pursuant  to  paragraph 

(e)  of  this  section  and  to  reasonably 
assure  repayment. 

(g)  Loans  will  be  amortized  by  ap¬ 
proximately  equal  periodic  payments 
of  combined  principal  and  interest 
over  the  life  of  the  loan.  Such  paym- 
nents  shall  be  made  not  less  often 
than  annually  and  not  more  often 
than  semiannually:  Provided,  however. 
That  the  payment  of  interest  only 
may  be  permitted  for  a  reasonable 
period  of  time,  normally  not  exceeding 
two  (2)  years  following  the  date  of  the 
loan. 

(h)  Financing  on  a  parity  with  other 
lenders  will  be  permitted  provided 
that  all  other  provisions  of  this  sub¬ 
part  are  met. 

§  279.33  Apportionment. 

Not  more  than  12Vfe  per  centum  of 
the  loan  funds  available  shall  be  made 
available  to  educational  institutions 
within  any  one  State. 

§279.34  Other  requirements. 

(a)  Construction  plans  and  specifica¬ 
tions  are  subject  to  review  and  approv¬ 
al  by  the  field  office. 

(b)  Unless  otherwise  agreed  to  in 
writing  by  the  Secretary,  all  prime 
construction  contracts  must  be  award¬ 
ed  to  the  responsible  bidder  submit¬ 
ting  the  lowest  bid  on  the  basis  of 
open  competitive  bidding,  and  all  con¬ 
struction  work  must  be  undertaken 
pursuant  to  contracts  approved  by  the 
Secretary. 

(c)  All  laborers  and  mechanics  em¬ 
ployed  by  contractors  and  subcontrac¬ 
tors  in  the  construction  of  housing 
and  related  dining  facilities  assisted 
under  the  act  shall  be  paid  wages  at 
rates  not  less  than  those  prevailing  in 
the  locality  involved  for  the  corre¬ 
sponding  classes  of  laborers  and  me¬ 
chanics  employed  on  construction  of  a 
similar  character  as  determined  by  the 
Secretary  of  Labor  in  accordance  with 
the  Davis-Bacon  Act,  as  amended  (40 
U.S.C.  276a— 275a-5),  and  shall  receive 
overtime  compensation  in  accordance 
with  and  subject  to  the  provisions  of 
the  Contract  Work  Hours  Standards 
Act  (40  U.S.C.  327-332). 

(d)  All  contracts  for  construction 
work  paid  for,  in  whole  or  in  part, 
from  loan  funds  provided  under  the 
act  shall  provide  that  the  contractor 
shall  comply  with  the  Copeland 
(“Anti-Kickback”)  Act  (40  U.S.C.  2760 
and  the  regulations  of  the  Secretary 
of  Labor  thereunder  (29  CFR  Part  3). 

(e)  The  requirements  of  Title  VI  of 
the  Civil  Rights  Act  of  1964  (42  U.S.C. 
2000d  et  seq.)  that  no  person  in  the 
United  States  shall,  on  the  ground  of 
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race,  color,  or  national  origin,  be  ex¬ 
cluded  from  participation  in,  or  be 
denied  the  benefits  of,  or  be  otherwise 
subjected  to  discrimination  are  appli¬ 
cable  to  applicants  receiving  assistance 
under  the  act. 

(f)  All  contracts  for  construction 
work  paid  for  in  whole  or  in  part  from 
loan  funds  provided  under  the  act  are 
subject  to  Executive  Order  11246  (30 
FR  12319,  September  28,  1965),  as 
amended  by  Executive  Order  11375  (32 
FR  14303,  October  17,  1967),  providing 
for  equal  opportunity  in  employment, 
and  the  rules  and  regulations  of  the 
Department  of  Labor  with  respect 
thereto. 

(g)  The  provisions  of  Title  VIII  (Fair 
Housing)  of  the  Civil  Rights  Act  of 
1968  (Pub.  L.  90-284,  42  U.S.C.  3601- 
3619),  prohibiting  refusal  to  rent  to  or 
discrimination  against  any  person  in 
terms  or  conditions  of  rental  or  provi¬ 
sion  of  services  on  account  of  race, 
color,  religion,  sex,  or  national  origin, 
are  applicable  to  projects  assisted 
under  the  act. 

(h)  All  projects  for  which  loans  are 
made  pursuant  to  this  subpart  are  sub¬ 
ject  to  the  following  requirements: 

(1)  Equal  opportunity  requirements, 
which  include  Executive  Order  11063 
and  section  3  of  the  Housing  and 
Urban  Development  Act  of  1968  and 
regulations  and  guidelines  pursuant 
thereto; 

(2)  HUD  requirements  implementing 
the  National  Environmental  Policy 
Act  of  1969  (83  Stat.  852); 

(3)  Governmental  requirements  im¬ 
plementing  the  Clean  Air  Act  (77  Stat. 
392,  as  amended)  and  the  Federal 
Water  Pollution  Control  Act  (66  Stat. 
755,  as  amended);  and 

(4)  HUD  requirements  implementing 
the  Flood  Disaster  Protection  Act  of 
1973  (87  Stat.  975). 

(5)  HUD  requirements  implementing 
section  504  of  the  Rehabilitation  Act 
of  1973. 

(i)  Projects  for  which  loans  are  made 
to  public  educational  institutions  or 
eligible  public  bodies  pursuant  to  this 
subpart  are  also  subject  to  the  follow¬ 
ing  requirements: 

(1)  HUD  relocation  requirements  es¬ 
tablished  pursuant  to  the  Uniform  Re¬ 
location  Assistant  and  Real  Property 
Acquisition  Policies  Act  of  1970  (84 
Stat.  1894);  and 

(2)  Any  special  requirements  for  the 
handicapped  pursuant  to  the  stand¬ 
ards  established  by  HUD  under  the 
Architectural  Barriers  Act  of  1968  (82 
Stat.  718). 

Issued  at  Washington,  D.C.,  June  6, 
1978. 

Lawrence  B.  Simons, 
Assistant  Secretary  for  Housing- 
Federal  Housing  Commissioner. 
IFR  Doc.  78-16195  Filed  6-13-78:  8:45  am) 
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